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AN ACT to amend 71.05 (6) (a) 15., 71.21 (4), 71.26 (2) (a), 71.34 (1) (g), 71.45 (2)
(a) 10. and 77.92 (4); and fo create 20.835 (2) (bm), 71.07 (51), 71.07 (5h), 71.10
(4) (gxx), 71.10 (4) (gxy), 71.28 (5f), 71.28 (5h), 71.30 (3) (epp), 71.30 (3) (epr),
71.47 (50, 71.47 (5h), 71.49 (1) (epp), 71.49 (1) (epr) and 77.54 (9a) (i) of the
statutes; relating to: creating income and franchise tax credits for expenses
related to film production services and for capital investments made by a film
production company, requiring the exercise of rule-making authority, and

making an appropriation.

Analysis by the Legislative Reference Bureau

This bill creates income and franchise tax credits for film production
companies. Under the bill, a film production company may claim a credit that is
equal to 25 percent of the salary or wages paid to the company’s employees in the
taxable year for services rendered in this state to produce a film, video, electronic
game, broadcast advertisement, or television production, as approved by the
Department of Commerce (Commerce), and paid to employees who were residents

of this state at the time that they were paid. | Tgdditiorny; frtprproduciion company .
_may dlaim-a-credit-that isequat-to 10 pefcent of tbﬁsﬁlarj owage"’s/p{nd“’mﬁ;e}
{ taxableyear to any employe who-is-acmember-of-asainority ‘gfoup, a Womari, or any”
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Gtherindividual found by Commerce fo-be-socially and-economically disadvantaged)
The total amount of the credits that may be claimed by a taxpayer may not exceed
an amount that is equal to the first $25,000 of salary and wages paid to each of the
taxpayer’s employees in the taxable year, not including the salary or wages paid to
the taxpayer’s two highest paid employees in the taxable year. If the total amount
of the credits claimed by a taxpayer exceeds the taxpayer’s tax liability, the state will
not issue a refund, but the taxpayer may carry forward any remaining credit to
subsequent taxable years. '

Under the bill, a film production company may claim an income and franchise
tax credit in an amount that is equal to 25 percent of the production expenditures
paid by the company in the taxable year to produce a film, video, electronic game,
broadcast advertisement, or television production. If the total amount of the credits
claimed by the company exceeds the company’s tax liability, the state will issue a
refund.

The bill also allows a film production company to claim an income and franchise
tax credit, for the first 3 taxable years that the company is doing business in this
state, in an amount that is equal to 15 percent of the amount that the claimant paid
in the taxable year to purchase depreciable tangible personal property or to acquire,
construct, rehabilitate, remodel, or repair real property.

ST m\‘)\tang‘lble personal property and taxable services that are

T used to produce a ﬁlm video, electromc

"he people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

1 SEcTION 1. 20.835 (2) (bm) of the statutes is created to read:

2 20.835 (2) (bm) Film production services credit. A sum sufficient to make the

3 payments under ss. 71.07 (5f) (d) 2., 71.28 (5f) (d) 2., and 71.47 (5f) (d) 2.

4 SECTION 2. 71.05 (6) (a) 15. of the statutes is amended to read:

5 71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
6 (2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3n), (3s), (3t), (5b), and (5d)45_ﬂ,

7 and (5h) and not passed through by a partnershlp, limited liability company, or
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SECTION 2

tax—option corporation that has added that amount to the partnership’s, company’s,
or tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g).

SECTION 3. 71.07 (5f) of the statutes is created to read:

71.07 (5f) F1LM PRODUCTION SERVICES CREDIT. (a) Definitions. In this subsection:

1. “Accredited production” means a film, video, electronic game, broadcast
advertisement, or television production, as approved by the department of
commerce, for which the aggregate salary and wages included in the cost of the
production for the period ending 12 months after the month in which the principal
filming or taping of the production begins exceeds $100,000 for a production that is
30 minutes or longer or $50,000 for a production that is less than 30 minutes.
“Accredited production” does not include any of the following, regardless of the
production costs:

a. News, current events, or public programming or a program that includes
weather or market reports.

b. A talk show.

. A production with respect to a questionnaire or contest.

o

d. A sports event or sports activity.

e. A gala presentation or awards show.

f. A finished production that solicits funds.

g. A production for which the production company is required under 18 USC
2257 to maintain records with respect to a performer portrayed in a single media or
multimedia program.

h. A production produced primarily for industrial, corporate, or institutional

purposes.
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SECTION 3
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2. “Claimant” means a film production company that operates an accredited
production in this state, if the company owns the copyright in the accredited
production or has contracted directly with the copyright owner or a person acting on
the owner’s behalf and if the company has a viable plan, as determined by the

department of commerce, for the commercial distribution of the finished production.

‘Disaéﬁantaged 1nd1v1 uam

state and directly used to produce an accredited production, including expenditures

for set construction and operation, wardrobes, make—up, clothing accessories,
photography, sound recording, sound synchronization, sound mixing, lighting,
editing, film processing, film transferring, special effects, visual effects, renting or
leasing facilities or equipment, renting or leasing motor vehicles, food, lodging, and
any other similar expenditure as determined by the department of commerce.
“Production expenditures” include expenditures for music that is performed,
composed, or recorded by a musician who is a resident of this state or published or
distributed by an entity that has its headquarters in this state; air travel that is
purchased from a travel agency or company that has its headquarters in this state;
and insurance that is purchased from an insurance agency or company that has its
headquarters in this state. “Production expenditures” do not include expenditures
for the marketing and distribution of an accredited production.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit

against the tax imposed under s. 71.02 any of the following amounts:

eans a mm@rity gmup member a woma‘“n or,
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1 1. An amount equal to 25 percent of the salary or wages paid by the claimant
to the claimant’s employees in the taxable year for services rendered in this state to

produce an accredited production and paid to employees who were residents of this

o

S

,f" ,f

2
3
4 state at the time that they were paid.
5
6

Yy |
| |

7 pf]{;‘i)du/(/: am‘faccredlted productmn and pald to employees Who are dlsadvantaged
8 ere rpmdpnts of thls state at the tlme that thev Were pald
9 3)'An amount equal to 25 percent of the production expenditures paid by the

10 u\;lalmant in the taxable year to produce an accredited production.

11 ;ﬁ (¢) Limitations. 1. No amount of the salary or wages paid under par. (b) 1. @

in
EEA
"

12 ay be the basis for a credit under this subsection unless the salary or wages are
13 paid for services rendered after December 31, 2005, and directly incurred to produce
14 the accredited production.

15 9. The total amount of the credits that may be claimed by a claimant under par.

16 (b) 1.@&&111 not exceed an amount equal to the first $25,000 of salary or wages

17 paid to each of the claimant’s employees, as described in par. (b), in the taxable year,
18 not including the salary or wages paid to the claimant’s 2 highest paid employees,
19 as described in par. (b), in the taxable year.

20 3. No credit may be allowed under this subsection unless the claimant files an
21 application with the department of commerce, at the time and in the manner
22 prescribed by the department of commerce, and the department of commerce
23 approves the application. f; gjﬁ\gv

24 4. Partnerships, limited liability companies, and tax—option corporations may

25 not claim the credit under this subsection, but the eligibility for, and the amount of,
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SECTION 3
1 the credit are based on their payment of wages and salaries. A partnership, limited
2 liability company, or tax—option corporation shall compute the amount of credit that
3 each of its partners, members, or shareholders may claim and shall provide that
4 information to each of them. Partners, members of limited liability companies, and
5 shareholders of tax—option corporations may claim the credit in proportion to their
6 ownership interest.

7

(d) Administration. 1. Section 71.28 (4) (e), (g), and (h), as it applies to the
credit under s. 71.28 (4), applies to the credits under this subsection. Section 71.28

(4) (P, as it applies to the credit under s. 71.28 (4), applies to the credits under par.

(b) 1. 'an(ii%g 2

9. If the allowable amount of the claim under par. (b) A%.j;exceeds the tax

otherwise due under s. 71.02 or no tax is due under s. 71.02, the amount of the claim

13 not used to offset the tax due shall be certified by the department of revenue to the
14 department of administration for payment by check, share draft, or other draft
15 drawn from the appropriation account under s. 20.835 (2) (bm).

16 SECTION 4. 71.07 (5h) of the statutes is created to read:

17 71.07 (5h) FILM PRODUCTION COMPANY INVESTMENT CREDIT. (a) Definitions. In
18 this subsection:

19 1. “Claimant” means a person who files a claim under this subsection and who
20 does business in this state as a film production company.

21 2. “Film production company” means an entity that creates films, videos,
22 electronic games, broadcast advertisement, or television productions, not including

23 the productions described under s. 71.07 (51) (a) 1. a. to h.
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SECTION 4

3. “Physical work” does not include preliminary activities such as planning,
designing, securing financing, researching, developing specifications, or stabilizing
property to prevent deterioration.

4. “Previously owned property” means real property that the claimant or a
related person owned during the 2 years prior to doing business in this state as a film
production company and for which the claimant may not deduct a loss from the sale
of the property to, or an exchange of the property with, the related person under
section 267 of the Internal Revenue Code.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.02, up to the amount of the taxes, for the first
3 taxable years that the claimant is doing business in this state as a film production
company, an amount that is equal to 15 percent of the following that the claimant
paid in the taxable year to establish a film production company in this state:

1. The purchase price of depreciable, tangible personal property.

2. The amount expended to acquire, construct, rehabilitate, remodel, or repair
real property.

(¢) Limitations. 1. A claimant may claim the credit under par. (b) 1., if the
tangible personal property is purchased after December 31, 2005, and the personal
property is used for at least 50 percent of its use in the claimant’s business as a film
production company.

2. A claimant may claim the credit under par. (b) 2. for an amount expended
to construct, rehabilitate, remodel, or repair real property, if the claimant began the

physical work of construction, rehabilitation, remodeling, or repair, or any
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SECTION 4
demolition or destruction in preparation for the physical work, after December 31,
2005, or if the completed project is placed in service after December 31, 2005.

3. A claimant may claim the credit under par. (b) 2. for an amount expended
to acquire real property, if the property is not previously owned property and if the
claimant acquires the property after December 31, 2005, or if the completed project
is placed in service after December 31, 2005.

4. No claim may .be allowed under this subsection unless the department of
commerce certifies, in writing, that the credits claimed under this subsection are for
expenses related to establishing a film production company in this state and the
claimant submits a copy of the certification with the claimant’s return.

5. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of amounts under par. (b). A partnership,
limited liability company, or tax—option corporation shall compute the amount of
credit that each of its partners, members, or shareholders may claim and shall
provide that information to each of them. Partners, members of limited liability
companies, and shareholders of tax—option corporations may claim the credit in
proportion to their ownership interests.

(d) Administration. Section 71.28 (4) (e) to (h), as it applies to the credit under

pa)
SECTION 6. ,71'10 (4 1%}’); of the statutes is created to read:
ArA
71.104 W Film production company investment credit under s. 71.07 (5h).

_SReroN-7.71.21 (4) ofthe statutesis-amended toread:

D
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SECTION 7//5
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/Nﬁm ‘Credits computed by apartnershipunders. 71.07 2dd), (2deY (2d1), 5

(2d3) (QdL) (2dm), (2ds), (2dx), (3g), (3n), (3s), (3t), and (5b), (Sf) and (5h)and passed

through to partners shall be added to the partnership’s income. )
SECTION 8 71.26 (2) (a) of the statutes is amended to read’

\,\

71.26 (2) (a) Ggrporatzons in general. The “net income’ of a corporation means
$ 7

£
i
&

%
i
i

. > ' .
% the gross income as computed under the Internal Reverrue Code as modified under
|
H
E
|
|
{
E

sub. (3) minus the amount \éﬁrecapture under s. 71. 28‘(1(11) plus the amount of credit

computed under s. 71.28 (1), (3) \(4) and (5) mmus as provided under s. 71.28 (3) (¢)

f

(¢

7., the amount of the credit under 8, 71.28 (3) that the taxpayer added to incom

’“x

under this paragraph at the time that tﬁe %axpayer first claimed the credit plus th

A4

amount of the credit computed under s 71 28 (1dd) (1de), (1di), (1dj), (1dL), (1dm

&

(1ds), (1dx), (3g), (3n), (3t), and (5b) (51), and"éﬁh) and not passed through by z
X

partnership, limited liability company, or tax—option ‘egiporatlon that has added that

/ %

amount to the partnershlp s, hm1ted liability company’s, e:r tax—optlon corporatlon S

income under s. 71.21 (4) or 71 34 (1) (g) plus the amount ofxslosses from the sale or

other disposition of assets the gain from which would be Wholly exempt income, as%
/

i

defined in sub 3) (L) if the assets were sold or otherwise disposed of at a gain and %
/
minus deduct1ons, as computed under the Internal Revenue Code as modlﬁed under

sub. (3), plus«or minus, as appropriate, an amount equal to the difference between

N\
the federaI ba81s and Wisconsin basis of any asset sold, exchanged, abandoned, &ﬁ

i,f

otherwﬂée disposed of in a taxable transaction during the taxable year, except as

p;eé/ded in par. (b) and s. 71.45 (2) and (5). —
W

D
SECTION 9. 71.28 (5f) of the statutes is created to read:

et

/\ 71.28 (5f) FILM PRODUCTION SERVICES CREDIT. (a) Definitions. In this subsection:
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1 1. “Accredited production” means a film, video, electronic game, broadcast
2 advertisement, or television production, as approved by the department of
3 commerce, for which the aggregate salary and wages included in the cost of the
4 production for the period ending 12 months after the month in which the principal
5 filming or taping of the production begins exceeds $100,000 for a production that is
6 30 minutes or longer or $50,000 for a production that is less than 30 minutes.
7 “Accredited production” does not include any of the following, regardless of the
8 production costs:
9 a. News, current events, or public programming or a program that includes

10 weather or market reports.

11 b. A talk show.

12 ¢. A production with respect to a questionnaire or contest.

13 d. A sports event or sports activity.

14 e. A gala presentation or awards show.

15 f. A finished production that solicits funds.

16 | g. A production for which the production company is required under 18 USC

17 9957 to maintain records with respect to a performer portrayed in a single media or

18 multimedia program.

19 h. A production produced primarily for industrial, corporate, or institutional

20 purposes.

21 2. “Claimant” means a film production company that operates an accredited

22 production in this state, if the company owns the copyright in the accredited

23 production or has contracted directly with the copyright owner or a person acting on

24 the owner’s behalf and if the company has a viable plan, as determined by the

25 department of commerce, for the commercial distribution of the finished production.
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SECTION 9

. ‘Dlsadyantaged 11?d1v1dual” meagxs a mlnorlty gr@up membef' woman, or

f‘

zmdrwdftfal folfnd by “he department of co;mmeme to bé socmﬂy ,au

’ 1cally Ehsadvantag‘ed Wlthm the meamng glven in 49 CFR 26 5

“Production expenditures” means any expenditures that are incurred in this
state and directly used to produce an accredited production, including expenditures
for set construction and operation, wardrobes, make—up, clothing accessories,
photography, sound recording, sound synchronization, sound mixing, lighting,
editing, film processing, film transferring, special effects, visual effects, renting or
leasing facilities or equipment, renting or leasing motor vehicles, food, lodging, and
any other similar expenditure as determined by the department of commerce.
“Production expenditures” include expenditures for music that is performed,
composed, or recorded by a musician who is a resident of this state or published or
distributed by an entity that has its headquarters in this state; air travel that is
purchased from a travel agency or company that has its headquarters in this state;
and insurance that is purchased from an insurance agency or company that has its
headquarters in this state. “Production expenditures” do not include expenditures
for the marketing and distribution of an accredited production.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claimAaS a credit
against the tax imposed under s. 71.23 any of the following amounts:

1. An amount equal to 25 percent of the salary or wages paid by the claimant
to the claimant’s employees in the taxable year for services rendered in this state to
produce an accredited production and paid to employees who were residents of this

state at the time that they were paid.
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SECTION 9

1 2., A amount equal to 10 percent of the salary or wages pa;d:by the aimant

2 : mant"f employec;é; in the’ taxajéle year for Sj rvices ren(;er;d in gf is stjce to } o
3 odrﬁc;é anfzjc redlted pjoductlon a@{l pald to emi)loyeesfwhq are dléédvéﬁta,ged ;f

4 duals axidm;ho weré jemdents of thm state-at ﬂm time that they were pald

5 3. amount equal to 25 percent of the production expenditures paid by the
% claimant in the taxable year to produce an accredited production.
ﬁ / (¢) Limitations. 1. No amount of the salary or wages paid jnder par. (b) 1.@/
may be the basis for a credit under this subsection unless the salary or wages are

paid for services rendered after December 31, 2005, and directly incurred to produce

10 the accredited production.

9. The total amount of the credit that may be claimed by a claimant under par.

¢ ; shall not exceed an amount equal to the first $25,000 of salary or wages
paid to each of the claimant’s employees, as described in par. (b), in the taxable year,
not including the salary or wages paid to the claimant’s 2 highest paid employees,

as described in par. (b), in the taxable year.

16 3. No credit may be allowed under this subsection unless the claimant files an
17 application with the department of commerce, at the time and in the manner
18 prescribed by the department of commerce, and the department of commerce
19 approves the application.

20 4. Partnerships, limited liability companies, and tax—option corporations may
21 not claim the credit under this subsection, but the eligibility for, and the amount of,
22 the credit are based on their payment of wages and salaries. A partnership, limited
23 liability company, or tax—option corporation shall compute the amount of credit that
24 each of its partners, members, or shareholders may claim and shall provide that

information to each of them. Partners, members of limited liability companies, and
MWMWJ{" fﬁ&(g Zf"’%}fiﬁﬁ};&fgﬁf‘ fifw@gﬁgﬁ LA @5@, <5, 77524 w‘,{;{ ;?jj\fmw {, '
wn s Roxodle yean Ov Mo prachase 7 zi@af,/yf;\ﬂi prnand gped ?;/ gl
U olin g Al 5 o :
/I/QW f&ﬁvf «”\Lﬁ/‘/ /}?:;f&,t:’%, ang xj,;zzf& ﬁz& s ﬁg &MW{N’W?J QA w@/@/{;@wmy o ;’ff‘if/{/’
;?7 :ﬁ '%‘58/3} /f;{?“""w /{j,m {%‘sﬁé}“w AL v T f;;f g@{&* z:}.., f’{gw ﬁfggfxbfxx /‘{/ﬁv 5!’ ;4’,{}\ ?f@ be{éy& %/Mf/:gﬁﬁ@
R

/Ef:/ﬂj’ l\;’,}ﬁ/{(wj URAA




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

. LRB-4176/P1
2005 — 2006 Legislature -13 - JK:lmk:ch

SECTION 9

shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

(d) Administration. 1. Subsection (4) (e), (), and (h), as it applies to the credit
under sub. (4), applies to the credits under this subsection. Subsection (4) (O, as it
applies to the credit under sub. (4), applies to the credits under par. (b) 1. an%

9. If the allowable amount of the claim under par. (b) /%}e)iceeds the tax
otherwise due under s. 71.23 or no tax is due under s. 71.23, the amount of the claim
not used to offset the tax due shall be certified by the department of revenue to the
department of administration for payment by check, share draft, or other draft
drawn from the appropriation account under s. 20.835 (2) (bm).

SECTION 10. 71.28 (5h) of the statutes is created to read:

71.28 (5h) FILM PRODUCTION COMPANY INVESTMENT CREDIT. (a) Definitions. In
this subsection:

1. “Claimant” means a person who files a claim under this subsection and who
does business in this state as a film production company.

2. “Film production company” means an entity that creates films, videos,
electronic games, broadcast advertisement, or television productions, not including
the productions described under s. 71.28 (5f) (a) 1. a. to h.

3. “Physical work” does not include preliminary activities such as planning,
designing, securing financing, researching, developing specifications, or stabilizing
property to prevent deterioration.

4. “Previously owned property” means real property that the claimant or a
related person owned during the 2 years prior to doing business in this state as a film

production company and for which the claimant may not deduct a loss from the sale
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SECTION 10
1 of the property to, or an exchange of the property with, the related person under
2 section 267 of the Internal Revenue Code.
3 (b) Filing claims. Subject to the limitations provided in this subsection, for
4 taxable years beginning after December 31, 2005, a claimant may claim as a credit
5 against the tax imposed under s. 71.23, up to the amount of the taxes, for the first
6 3 taxable years that the claimant is doing business in this state as a film production
7 company, an amount that is equal to 15 percent of the following that the claimant
8 paid in the taxable year to establish a film production company in this state:
9 1. The purchase price of depreciable, tangible personal property.
10 2. The amount expended to acquire, construct, rehabilitate, remodel, or repair
11 real property.
12 (¢) Limitations. 1. A claimant may claim the credit under par. (b) 1., if the
13 tangible personal property is purchased after December 31, 2005, and the personal
14 property is used for at least 50 percent of its use in the claimant’s business as a film
15 production company.
16 9. A claimant may claim the credit under par. (b) 2. for an amount expended
17 to construct, rehabilitate, remodel, or repair real property, if the claimant began the
18 physical work of construction, rehabilitation, remodeling, or repair, or any
19 demolition or destruction in preparation for the physical work, after December 31,
20 2005, or if the completed project is placed in service after December 31, 2005.
21 3. A claimant may claim the credit under par. (b) 2. for an amount expended
22 to acquire real property, if the property is not previously owned property and if the
23 claimant acquires the property after December 31, 2005, or if the completed project

24 is placed in service after December 31, 2005.
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> SECTION 10

4. No claim may be allowed under this subsection unless the department of
commerce certifies, in writing, that the credits claimed under this subsection are for
expenses related to establishing a film production company in this state and the
claimant submits a copy of the certification with the claimant’s return.

5. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of amounts under par. (b). A partnership,
limited liability company, or tax—option corporation shall compute the amount of
credit that each of its partners, members, or shareholders may claim and shall
provide that information to each of them. Partners, members of limited liability
companies, and shareholders of tax-option corporations may claim the credit in
proportion to their ownership interests.

(d) Administration. Subsection (4) (e) to (h), as it applies to the credit under
sub. (4), applies to the credits under this subsection.

SEcTION 11. 71.30 (3) (epp) of the statutes is created to read:

71.30 (3) (epp) Film production services credit under s. 71.28 (5f).

SECTION 12. 71.30 (8) (epr) of the statutes is created to read:

71.30 (3) (epr) Film production company investment credit under s. 71.28 (5h).

.

SECTIO % : e-statutésis amended to read: T
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711) (;;t’) and (5b) ( 5f) and (5h) and passed through to sha:r‘eholders

{SECTION 14 71.45 (2) ga”) 10 of the statutes is agended to read
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th‘fbugh by a. Qartnershlp, hmlted liability company, or tax—optlon corporatlm

has a@,ded that amount ito the partnershlp s, hmlted hablllty companys or

tax—i)ptlon corpsoratmn z,s/ income under S. 71 21 (4)or 71. 34 (1) §g3 and the amgﬁnt of
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W ers. 71.47 (1), (3) (St) (4), and (5).

SECTION 15. 71.47 (5f) of the statutes is created to read:

71.47 (5f) FILM PRODUCTION SERVICES CREDIT. (a) Definitions. In this subsection:

1. “Accredited production” means a film, video, electronic game, broadcast
advertisement, or television production, as approved by the department of
commerce, for which the aggregate salary and wages included in the cost of the
production for the period ending 12 months after the month in which the principal
filming or taping of the production begins exceeds $100,000 for a production that is
30 minutes or longer or $50,000 for a production that is less than 30 minutes.
“Accredited production” does not include any of the following, regardless of the
production costs:

a. News, current events, or public programming or a program that includes
weather or market reports.

b. A talk show.

c. A production with respect to a questionnaire or contest.

£

A sports event or sports activity.

e. A gala presentation or awards show.

f. A finished production that solicits funds.

g. A production for which the production company is required under 18 USC
9957 to maintain records with respect to a performer portrayed in a single media or

multimedia program.
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h. A production produced primarily for industrial, corporate, or institutional
purposes.

9. “Claimant” means a film production company that operates an accredited
production in this state, if the company owns the copyright in the accredited
production or has contracted directly with the copyright owner or a person acting on
the owner’s behalf and if the company has a viable plan, as determined by the

department of commerce, for the commercial distribution of the finished production.

. 4 Disadvantaged lfy}&?:dual” mea},;ls a mlnorlty gr oup mem»bfer a W(p?an or
fer] i ‘eund

4
V th/e/:iepdrtmenii of cam /}'ce to/ bi;som?{lyfgnd

v1d al

é/

; 1)(6 i(fiauy disa antaged W/lﬂ’lln the meﬁ’%mg ngpnxﬁ} 49 CER 5f 5.
LAoY

\ “Production expenditures” means any expenditures that are incurred in this

state and directly used to produce an accredited production, including expenditures
for set construction and operation, wardrobes, make—up, clothing accessories,
photography, sound recording, sound synchronization, sound mixing, lighting,
editing, film processing, film transferring, special effects, visual effects, renting or
leasing facilities or equipment, renting or leasing motor vehicles, food, lodging, and
any other similar expenditure as determined by the department of commerce.
“Production expenditures” include expenditures for music that is performed,
composed, or recorded by a musician who is a resident of this state or published or
distributed by an entity that has its headquarters in this state; air travel that is
purchased from a travel agency or company that has its headquarters in this state;
and insurance that is purchased from an insurance agency or company that has its
headquarters in this state. “Production expenditures” do not include expenditures

for the marketing and distribution of an accredited production.
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SECTION 15

(b) Filing claims. Subject to the limitations provided in this subsection, for

taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.43 any of the following amounts:

1. An amount equal to 25 percent of the salary or wages paid by the claimant

to the claimant’s employees in the taxable year for services rendered in this state to

produce an accredited production and paid to employees who were residents of this

state at the time that they were paid. /

: als and Who Were res1dents of thls state at/ j,he time j:hat theyfwere Dald

3.||/An amount equal to 25 percent of the production expenditures paid by the

2.4 r?ount equal to 210 percexgt of the salary or Wages p8.1§ by the elalmaﬂ
ij 5; Vi

, ,, ]
e claim amt’s employeeg in the taxable yea&* for servfces rendered in t}ns state to

claimant in the taxable year to produce an accredited production.
(¢) Limitations. 1. No amount of the salary or wages paid under par. (b) 1%

/ (_//1,5 @may be the basis for a credit under this subsection unless the salary or wages are

paid for services rendered after December 31, 2005, and directly incurred to produce
the accredited production.

9. The total amount of the credit that may be claimed by a claimant under par.
(b) Mhall not exceed an amount equal to the first $25,000 of salary or wages
paid to each of the claimant’s employees, as described in par. (b), in the taxable year,
not including the salary or wages paid to the claimant’s 2 highest paid employees,
as described in par. (b), in the taxable year.

3. No credit may be allowed under this subsection unless the claimant files an

apphcatmn with the department of commerce, at the time and in the manner

M”ﬁ Mo ;’-jfuﬁe‘j%ﬂgﬂ vt olunc Ly 4 ety dons Wx/&éx,«
ff{;&gm\ﬁv@mfﬁf M oty fm M JrdnenigH A ogs U e ol Jnihed prstniting
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//

prescribed by the department of commerce, and the department of commerce

approves the application.

4. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that
information to each of them. Partners, members of limited liability companies, and
shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

(d) Administration. 1. Section 71.28 (4) (e), (g), and (h), as it applies to the
credit under s. 71.28 (4), applies to the credits under this subsection. Section 71.28
(4) (f), as it applies to the credit under s. 71.28 (4), applies to the credits under par.
(b) 1. an% 9\

9. If the allowable amount of the claim under par. (b) ﬁeyxceeds the tax
otherwise due under s. 71.43 or no tax is due under s. 71.43, the amount of the claim
not used to offset the tax due shall be certified by the department of revenue to the
department of administration for payment by check, share draft, or other draft
drawn from the appropriation account under s. 20.835 (2) (bm).

SECTION 16. 71.47 (5h) of the statutes is created to read:

71.47 (5h) FILM PRODUCTION COMPANY INVESTMENT CREDIT. (a) Definitions. In
this subsection:

1. “Claimant” means a person who files a claim under this subsection and who

does business in this state as a film production company.
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SECTION 16

2. “Film production company” means an entity that creates films, videos,
electronic games, broadcast advertisement, or television productions, not including
the productions described under s. 71.47 (5) (a) 1. a. to h.

3. “Physical work” does not include preliminary activities such as planning,
designing, securing financing, researching, developing specifications, or stabilizing
property to prevent deterioration.

4. “Previously owned property” means real property that the claimant or a
related person owned during the 2 years prior to doing business in this state as a film
production company and for which the claimant may not deduct a loss from the sale
of the property to, or an exchange of the property with, the related person under
section 267 of the Internal Revenue Code.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.43, up to the amount of the taxes, for the first
3 taxable years that the claimant is doing business in this state as a film production
company, an amount that is equal to 15 percent of the following that the claimant
paid in the taxable year to establish a film production company in this state:

1. The purchase price of depreciable, tangible personal property.

2. The amount expended to acquire, construct, rehabilitate, remodel, or repair
real property.

(¢) Limitations. 1. A claimant may claim the credit under par. (b) 1., if the
tangible personal property is purchased after December 31, 2005, and the personal
property is used for at least 50 percent of its use in the claimant’s business as a film

production company.
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SECTION 16

2. A claimant may claim the credit under par. (b) 2. for an amount expended
to construct, rehabilitate, remodel, or repair real property, if the claimant began the
physical work of construction, rehabilitation, remodeling, or repair, or any
demolition or destruction in preparation for the physical work, after December 31,
2005, or if the completed project is placed in service after December 31, 2005.

3. A claimant may claim the credit under par. (b) 2. for an amount expended
to acquire real property, if the property is not previously owned property and if the
claimant acquires the property after December 31, 2005, or if the completed project
is placed in service after December 31, 2005.

4. No claim may be allowed under this subsection unless the department of
commerce certifies, in writing, that the credits claimed under this subsection are for
expenses related to establishing a film production company in this state and the
claimant submits a copy of the certification with the claimant’s return.

5. Partnerships, limited liability companies, and tax-option corporations may
pot claim the credit under this subsection, but the eligibility for, and the amount of;
the credit are based on their payment of amounts under par. (b). A partnership,
limited liability company, or tax—option corporation shall compute the amount of
credit that each of its partners, members, or shareholders may claim and shall
provide that information to each of them. Partners, members of limited liability
companies, and shareholders of tax—option corporations may claim the credit in
proportion to their ownership interests.

(d) Administration. Section 71.28 (4) (e) to (h), as it applies to the credit under
s. 71.28 (4), applies to the credits under this subsection.

SECTION 17. 71.49 (1) (epp) of the statutes is created to read:

71.49 (1) (epp) Film production services credit under s. 71.47 (50).
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SECTION 18

1 SECTION 18. 71.49 (1) (epr) of the statutes is created to read:

2 71.49 (1) (epr) Film production company investment credit under s. 71.47 (5h).

3 / SECTION 19. 7'7){?4 (9a)y @) ot theﬁstatutes is created to read: - ‘

4 /l 77.54 (9@)’“ (1)’66 A ﬁlm groduetlon company that /oroduces An ?Zcredlted ;

5 | roduction’ 1; this state, as’ deﬁned under S.. 1. 0’7 (51) @;«i{ 1. 1f t’he tangxble personal 2

6 progefr{y or taxableﬁﬁsé’frivices aré{usefd@dffigctly in prodifcrng/ the accredi‘i ' pﬁdugglen ‘

7 ;ncludmg all stﬁges from the ﬁnal script stage teiﬂfe distribution of the%ﬁnlshed §

8 { productlon T V |

9 ﬁ; ; ~gE:CTION 20. 77.92 (4) of the statutes is amended to read: o %MM:‘M“‘““‘\X
10 A ~7 ’7 92 (4) “Net business income,” with respect toa partnershlp, rneans taxable s

11 income as ealculated under section 703 of the Internal Revenue Code plus the items l
12 | of income and gmn under section 702 of the Internal Revenue Code including taxable %
13 } state and mumclpal bond interest and excluding nontaxable interest income or

14 dividend income from federal government obhgatlons minus the items of loss and %.
15 deduction under section 702 of the Internal Revenue Code, except items that are not
16 deductible under s. 71.21; plus guaranteed payments to partners under section 707 {
17 (¢) of the Internal Revenue Code; plus the credlts claimed under s. 71.07 (2dd), (2de), i
18 (2di), (2dj), (2dL), (2dm), (Zdr) (2ds) (2dx), (Sg) (38) (3n), (3t), and (5b) and
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(5h); and plus or mlnus ‘as appropriate, transn:mnal adJustments depreciation f
f
|

19 |

20 % differences, and bams dlfferences under s. 71.05 (13), (15), (16), (17) and (19); but

21 excluding 1ncome gam loss, and deductions from farming. “Net busmess income,” e

22 with respect to a natural person, estate, or trust, means profit from\a trade or ;

23 businese for federal income tax purposes and includes net income derlved’ee an ‘g
employee as deﬁned in section 3121 (d) (3) of the Internal Revenue Code. [j
e .. T
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e i,

l)SALES AND USE TAX EXEMPTION. The treatment of section 77.54 (9a) (1) of: Eﬁé“\\

ey
statutes-takes effect on the first day of the 2nd month beginning after publication:"
e (END)
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SECTION 1. 71.08 (1) (intro.) of the statutes, as affected by 2005 Wisconsin Act
25, is amended to read:

71.08 (1) ImpPOSITION. (intro.) If the tax imposed on a natural person, married
couple filing jointly, trust, or estate under s. 71.02, not considering the credits under
ss. 71.07 (1), (2dd), (2de), (2d1), (2d)), (2dL), (2dr), (2ds), (2dx), (2fd), (3m), (3n), (3s),
(3t), (6b), (5d), L@:/(G), (6e), and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),
(1fd), (2m), (3), (8n), and (3t) and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),
(1fd), (2m), (3), (3n), and (3t) and subchs. VIII and IX and payments to other states
under s. 71.07 (7), is less than the tax under this section, there is imposed on that
natural person, married couple filing jointly, trust, or estate, instead of the tax under

s. 71.02, an alternative minimum tax computed as follows:

History: 2005 a. 25.

Insert 8 - 24

N

SECTION 2. 71.10 (4) (i) of the statutes, as affected by 2005 Wisconsin Act 25,
is amended to read:

71.10 (4) (i) The total of claim of right credit under s. 71.07 (1), farmland
preservation credit under subch. IX, homestead credit under subch. VIII, farmland
tax relief credit under s. 71.07 (3m), farmers’ drought property tax credit under s.
71.07 (2fd), film production services credit under s. 71.07 (5f), veterans and surviving
spouses property tax credit under s. 71.07 (6e), earned income tax credit under s.
71.07 (9e), estimated tax payments under s. 71.09, and taxes withheld under subch.
X.

History: 2005 a. 25.



Section #. 71.21 (4) of the statutes, as affected by 2005 Wisconsin Act 74, is amended to

read:

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2di), (2dj), (2dL),
(2dm), (2ds), (2dx), (3g), (3n), (3s), (W(Sb){ and passed through to partners shall be added to
Sl i i 4

the partnership’s income.

i {)
1987 a. 312, 411 1989 a. 31; 1993 a. 112; 1995 a. 27, 400; 1997 a. 27; 2001 a. 16; 2003 a. 99, 135, 255, 326. 1987 a. 312, 411; 1989 a. 31; 1993 a.

112; 1995 a. 27, 400; 1997 a. 27; 2001 a. 16; 2003 a. 99, 135, 255, 326.
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Section #. 71.26 (2) (a) of the statutes, as affected by 2005 Wisconsin Act 74, is amended to

read:

71.26 (2) (a) Corporations in general. The “net income” of a corporation means the gross income
as computed under the Internal Revenue Code as modified under sub. (3) minus the amount of recap-
ture under s. 71.28 (1di) plus the amount of credit computed under s. 71.28 (1), (3), (4), and (5)
minus, as provided under s. 71.28 (3) (¢) 7., the amount of the credit under s. 71.28 (3) that the tax-
payer added to income under this paragraph at the time that the taxpayer first claimed the credit plus
the amount of the credit computed under s. 71.28 (1dd), (1de), (1dd), (1dj), (1dL), (1dm), (1ds),
(1dx), (3g), (3n), (3&@%) and not passed through by a partnership, limited liability company,
or tax—option corporation that has added that amount to the partnership’s, limited liability compa-
ny’s, or tax—option corporation’s income under s. 71.21 (4) or 71 .34 (1) (g) plus the amount of losses
from the sale or other disposition of assets the gain from which would be wholly exempt income,
as defined in sub. (3) (L), if the assets were sold or otherwise disposed of at a gain and minus deduc-
tions, as computed under the Internal Revenue Code as modified under sub. (3), plus or minus, as
appropriate, an amount equal to the difference between the federal basis and Wisconsin basis of any
asset sold, exchanged, abandoned, or otherwise disposed of in a taxable transaction during the tax-

able year, except as provided in par. (b) and s. 71.45 (2) and (5).

History: , 351, 371, 380, 428; 1997 a. 27, 37, 184, 237; 1999 a. 9, 65; 1999 a. 150 5. 672; 1999 a. 167, 194; 2001 a. 16, 38, 106, 109; 2003 a. 33, 85, 99, 135, 255,
3262005 2. 25. 1987 a. 312; 1987 a. 411 ss. 22, 124 to 129; 1989 a. 31, 336; 1991 a. 37, 39, 221, 269; 1993 a. 16, 112,
246, 263, 399, 437, 491; 1995 a. 27, 56, 351, 371, 380, 428; 1997 a. 27, 37, 184, 237; 1999 a. 9, 65; 1999 a. 150 s.

672; 1999 a. 167, 194; 2001 a. 16, 38, 106, 109; 2003 a. 33, 85, 99, 135, 255, 326; 2005 a. 25.
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Section #. 71.34 (1) (g) of the statutes, as affected by 2005 Wisconsin Act 74, is amended to

read:

71.34 (1) (2) An addition shall be made for credits computed by a tax—option corporation under

W
H

s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dmy), (1ds), (1dx), (3), (3g), (3n), (31), f\‘(Sb)}and passed

through to shareholders.

1987 a. 312: 1987 a, 411 ss. 18,23, 146; 1989 a. 31, 336; 1991 a. 39, 269; 1993 a. 16, 437; 1995 a. 27, 380, 428; 1997 a. 27, 37, 237; 1999 a. 9, 194; 2001 a. 16, 109;
2003 . 33, 99, 135, 255, 326; 2005 a. 25,49. 1987 a. 312; 1987 a. 411 ss. 18, 23, 146; 1989 a. 31, 336; 1991 a. 39, 269; 1993 a.

16, 437; 1995 a. 27, 380, 428; 1997 a. 27,37, 237; 1999 a. 9, 194; 2001 a. 16, 109; 2003 a. 33, 99, 135, 255, 326; 2005

a. 25, 49.
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Section #. 71.45 (2) (a) 10. of the statutes, as affected by 2005 Wisconsin Act 74, is amended

to read:

71.45 (2) (a) 10. By adding to federal taxable income the amount of credit computed under s.

Y
71.47 (1dd) to (1dx), (3n), (5b)/and not passed through by a partnership, limited liability com-

pany, or tax—option corporation that has added that amount to the partnership’s, limited liability

company’s, or tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g) and the amount

of credit computed under s. 71.47 (1), (3), (3t), (4), and (5).

1987 a. 312; 1989 a. 31, 336, 359; 1991 a. 37, 39, 269; 1993 a. 16, 112, 263, 437; 1995 a. 27, 56, 371, 380, 1997 a. 27,37, 237; 1999 a. 9, 65; 1999 a. 150 5. 672; 1999

ot

a 167, 194; 2001 a. 16, 38, 109; 2003 a. 37, 85,99, 135,255, 326. 1987 a. 312; 1989 a. 31, 336, 359; 1991 a. 37, 39, 269; 1993 a. 16, 112,

263, 437; 1995 a. 27, 56, 371, 380; 1997 a. 27, 37, 237; 1999 a. 9, 65; 1999 a. 150 5. 672; 1999 a. 167, 194; 2001 a.

16, 38, 109; 2003 a. 37, 85, 99, 135, 255, 326.
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Section #. 77.92 (4) of the statutes, as affected by 2005 Wisconsin Act 74, is amended to

read:

77.92 (4) “Net business income,” with respect to a partnership, means taxable income as calcu-
lated under section 703 of the Internal Revenue Code; plus the items of income and gain under sec-
tion 702 of the Internal Revenue Code, including taxable state and municipal bond interest and
excluding nontaxable interest income or dividend income from federal government obligations;
minus the items of loss and deduction under section 702 of the Internal Revenue Code, except items
that are not deductible under s. 71.21; plus guaranteed payments to partners under section 707 (¢)
of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de), (2di), (2dj),
(2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3s), (3n), (36?@(%}, and plus or minus, as appropriate,

I

i{ transitional adjustments, depreciation differences, and basis differences under s. 71.05 (13), (15),
3

1
| income,” with respect to a natural person, estate, or trust, means profit from a trade or business for
~;

i federal income tax purposes and includes net income derived as an employee as defined in section
1 3121 (d) (3) of the Internal Revenue Code.

s History: 1989 a. 335; 1991 a. 39, 269; 1993 a. 16, 112, 490; 1995 a. 27, 209; 1997 a. 27; 1999 a. 9; 2001 a. 16; 2003

a. 99, 135, 255, 326.
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Kreye, Joseph

From: Sundberg, Christopher

Sent:  Thursday, January 19, 2006 10:28 AM

To: Kreye, Joseph

Subject: FW: Draft review: LRB 05-4176/P2 Topic: Film Wisconsin

From: Emery, Lynn

Sent: Thursday, January 19, 2006 10:27 AM

To: Sen.Kanavas

Cc: Sundberg, Christopher

Subject: RE: Draft review: LRB 05-4176/P2 Topic: Film Wisconsin

Shawn,
I'm going to forward this to the drafter, Chris Sundberg. He will make the draft a /1 then we can jacket it for you.

Thanks!

From: Sen.Kanavas

Sent: Thursday, January 19, 2006 10:12 AM

To: Emery, Lynn

Subject: RE: Draft review: LRB 05-4176/P2 Topic: Film Wisconsin

Lynn,

The Senator is ready to have this version drafted and jacketed. Thank you for all of your help.

-Shawn Lundie

From: Emery, Lynn

Sent: Wednesday, January 18, 2006 10:54 AM

To: Sen.Kanavas

Subject: Draft review: LRB 05-4176/P2 Topic: Film Wisconsin

Following is the PDF version of draft LRB 05-4176/P2.

01/23/2006
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1 AN ACT to amend 71.05 (6) (a) 15., 71.08 (1) (intro.), 71.10 (4) (i), 71.21 (4), 71.26
2 (2) (a), 71.34 (1) (g), 71.45 (2) (a) 10. and 77.92 (4); and to create 20.835 (2) (bm),
3 71.07 (5f), 71.07 (5h), 71.10 (4) (en), 71.28 (5f), 71.28 (5h), 71.30 (3) (epp), 71.30
4 (3) (epr), 71.47 (51), 71.47 (5h), 71.49 (1) (epp) and 71.49 (1) (epr) of the statutes;
5 relating to: creating income and franchise tax credits for expenses related to
6 film production services and for capital investments made by a film production
7 company, requiring the exercise of rule-making authority, and making an
8 appropriation.

Analysis by the Legislative Reference Bureau

This bill creates income and franchise tax credits for film production
companies. Under the bill, a film production company may claim a credit that is
equal to 25 percent of the salary or wages paid to the company’s employees in the
taxable year for services rendered in this state to produce a film, video, electronic
game, broadcast advertisement, or television production, as approved by the
Department of Commerce (Commerce), and paid to employees who were residents
of this state at the time that they were paid. The total amount of the credits that may
be claimed by a taxpayer may not exceed an amount that is equal to the first $25,000
of salary and wages paid to each of the taxpayer’s employees in the taxable year, not



D

10

2005 — 2006 Legislature -2 - LRB-4176/P2
JK:Imk:rs

including the salary or wages paid to the taxpayer’s two highest paid employees in
the taxable year. If the total amount of the credits claimed by a taxpayer exceeds the
taxpayer’s tax liability, the state will not issue a refund, but the taxpayer may carry
forward any remaining credit to subsequent taxable years.

Under the bill, a film production company may claim an income and franchise
tax credit in an amount that is equal to 25 percent of the production expenditures
paid by the company in the taxable year to produce a film, video, electronic game,
broadcast advertisement, or television production. If the total amount of the credits
claimed by the company exceeds the company’s tax liability, the state will issue a
refund.

The bill also allows a film production company to claim an income and franchise
tax credit, for the first 3 taxable years that the company is doing business in this
state, in an amount that is equal to 15 percent of the amount that the claimant paid
in the taxable year to purchase depreciable tangible personal property or to acquire,
construct, rehabilitate, remodel, or repair real property.

Under the bill, a film production company may claim an income and franchise
tax credit that is equal to the amount of sales and use taxes that the claimant paid
for tangible personal property and taxable services that are used to produce a film,
video, electronic game, broadcast advertisement, or television production in this
state.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 20.835 (2) (bm) of the statutes is created to read:

20.835 (2) (bm) Film production services credit. A sum sufficient to make the
payments under ss. 71.07 (5f) (d) 2., 71.28 (5f) (d) 2., and 71.47 (5f) (d) 2.

SECTION 2. 71.05 (6) (a) 15. of the statutes is amended to read:

71.05 (6) (a) 15. The amount of the credits computed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3n), (3s), (3t), (Bb), and (5d), (5f),
and (5h) and not passed through by a partnership, limited liability company, or
tax—option corporation that has added that amount to the partnership’s, company’s,
or tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g).

SECTION 3. 71.07 (5f) of the statutes is created to read:
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SECTION 3

71.07 (5f) FILM PRODUCTION SERVICES CREDIT. (a) Definitions. In this subsection:

1. “Accredited production” means a film, video, electronic game, broadcast
advertisement, or television production, as approved by the department of
commerce, for which the aggregate salary and wages included in the cost of the
production for the period ending 12 months after the month in which the principal
filming or taping of the production begins exceeds $100,000 for a production that is
30 minutes or longer or $50,000 for a production that is less than 30 minutes.
“Accredited production” does not include any of the following, regardless of the
production costs:

a. News, current events, or public programming or a program that includes

weather or market reports.

b. A talk show.

o

. A production with respect to a questionnaire or contest.
d. A sports event or sports activity.

. A gala presentation or awards show.

o]

f. A finished production that solicits funds.

g. A production for which the production company is required under 18 USC
2257 to maintain records with respect to a performer portrayed in a single media or
multimedia program.

h. A production produced primarily for industrial, corporate, or institutional
purposes.

2. “Claimant” means a film production company that operates an accredited
production in this state, if the company owns the copyright in the accredited

production or has contracted directly with the copyright owner or a person acting on
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1 the owner’s behalf and if the company has a viable plan, as determined by the
2 department of commerce, for the commercial distribution of the finished production.
3 3. “Production expenditures” means any expenditures that are incurred in this
4 state and directly used to produce an accredited production, including expenditures
5 for set construction and operation, wardrobes, make—up, clothing accessories,
6 photography, sound recording, sound synchronization, sound mixing, lighting,
7 editing, film processing, film transferring, special effects, visual effects, renting or
8 leasing facilities or equipment, renting or leasing motor vehicles, food, lodging, and
9 any other similar expenditure as determined by the department of commerce.
10 “Production expenditures” include expenditures for music that is performed,
11 composed, or recorded by a musician who is a resident of this state or published or
12 distributed by an entity that has its headquarters in this state; air travel that is
13 purchased from a travel agency or company that has its headquarters in this state;
14 and insurance that is purchased from an insurance agency or company that has its
15 headquarters in this state. “Production expenditures” do not include expenditures
16 for the marketing and distribution of an accredited production.
17 (b) Filing claims. Subject to the limitations provided in this subsection, for
18 taxable years beginning after December 31, 2005, a claimant may claim as a credit
19 against the tax imposed under s. 71.02 any of the following amounts:
20 1. An amount equal to 25 percent of the salary or wages paid by the claimant
21 to the claimant’s employees in the taxable year for services rendered in this state to
22 produce an accredited production and paid to employees who were residents of this
23 state at the time that they were paid.
24 2. An amount equal to 25 percent of the production expenditures paid by the

25 claimant in the taxable year to produce an accredited production.
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SECTION 3

3. An amount equal to the taxes imposed under ss. 77.52 and 77.53 that the
claimant paid in the taxable year on the purchase of tangible personal property and
taxable services that are used directly in producing an accredited production in this
state, including all stages from the final script stage to the distribution of the finished
production.

(¢) Limitations. 1. No amount of the salary or wages paid under par. (b) 1. may
be the basis for a credit under this subsection unless the salary or wages are paid for
services rendered after December 31, 2005, and directly incurred to produce the
accredited production.

2. The total amount of the credits that may be claimed by a claimant under par.
(b) 1. shall not exceed an amount equal to the first $25,000 of salary or wages paid
to each of the claimant’s employees, as described in par. (b), in the taxable year, not
including the salary or wages paid to the claimant’s 2 highest paid employees, as
described in par. (b), in the taxable year.

3. No credit may be allowed under this subsection unless the claimant files an
application with the department of commerce, at the time and in the manner
prescribed by the department of commerce, and the department of commerce
approves the application.

4. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that

information to each of them. Partners, members of limited liability companies, and
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SECTION 3
shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

(d) Administration. 1. Section 71.28 (4) (e), (g), and (h), as it applies to the
credit under s. 71.28 (4), applies to the credits under this subsection. Section 71.28
(4) (), as it applies to the credit under s. 71.28 (4), applies to the credits under par.
(b) 1. and 3.

2. If the allowable amount of the claim under par. (b) 2. exceeds the tax
otherwise due under s. 71.02 or no tax is due under s. 71.02, the amount of the claim
not used to offset the tax due shall be certified by the department of revenue to the
department of administration for payment by check, share draft, or other draft
drawn from the appropriation account under s. 20.835 (2) (bm).

SECTION 4. 71.07 (5h) of the statutes is created to read:

71.07 (5h) FILM PRODUCTION COMPANY INVESTMENT CREDIT. (a) Definitions. In
this subsection:

1. “Claimant” means a person who files a claim under this subsection and who
does business in this state as a film production company.

2. “Film production company” means an entity that creates films, videos,
electronic games, broadcast advertisement, or television productions, not including
the productions described under s. 71.07 (5f) (a) 1. a. to h.

3. “Physical work” does not include preliminary activities such as planning,
designing, securing financing, researching, developing specifications, or stabilizing
property to prevent deterioration.

4. “Previously owned property” means real property that the claimant or a
related person owned during the 2 years prior to doing business in this state as a film

production company and for which the claimant may not deduct a loss from the sale
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SECTION 4

of the property to, or an exchange of the property with, the related person under
section 267 of the Internal Revenue Code.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.02, up to the amount of the taxes, for the first
3 taxable years that the claimant is doing business in this state as a film production
company, an amount that is equal to 15 percent of the following that the claimant
paid in the taxable year to establish a film production company in this state:

1. The purchase price of depreciable, tangible personal property.

2. The amount expended to acquire, construct, rehabilitate, remodel, or repair
real property.

(¢) Limitations. 1. A claimant may claim the credit under par. (b) 1., if the
tangible personal property is purchased after December 31, 2005, and the personal
property is used for at least 50 percent of its use in the claimant’s business as a film
production company.

2. A claimant may claim the credit under par. (b) 2. for an amount expended
to construct, rehabilitate, remodel, or repair real property, if the claimant began the
physical work of construction, rehabilitation, remodeling, or repair, or any
demolition or destruction in preparation for the physical work, after December 31,
2005, or if the completed project is placed in service after December 31, 2005.

3. A claimant may claim the credit under par. (b) 2. for an amount expended
to acquire real property, if the property is not previously owned property and if the
claimant acquires the property after December 31, 2005, or if the completed project

is placed in service after December 31, 2005.
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SECTION 4

4. No claim may be allowed under this subsection unless the department of
commerce certifies, in writing, that the credits claimed under this subsection are for
expenses related to establishing a film production company in this state and the
claimant submits a copy of the certification with the claimant’s return.

5. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of amounts under par. (b). A partnership,
limited liability company, or tax—option corporation shall compute the amount of
credit that each of its partners, members, or shareholders may claim and shall
provide that information to each of them. Partners, members of limited liability
companies, and shareholders of tax—option corporations may claim the credit in
proportion to their ownership interests.

(d) Administration. Section 71.28 (4) (e) to (h), as it applies to the credit under
s. 71.28 (4), applies to the credits under this subsection.

SECTION 5. 71.08 (1) (intro.) of the statutes, as affected by 2005 Wisconsin Act
25, is amended to read:

71.08 (1) IMPOSITION. (intro.) If the tax imposed on a natural person, married
couple filing jointly, trust, or estate under s. 71.02, not considering the credits under
ss. 71.07 (1), (2dd), (2de), (2di), (2dj), (2dL), (2dr), (2ds), (2dx), (2fd), (3m), (3n), (3s),
(3t), (5b), (5d), (50), (6), (6e), and (9e), 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),
(1fd), (2m), (3), (3n), and (3t) and 71.47 (1dd), (1de), (1di), (1dj), (1dL), (1ds), (1dx),
(1fd), (2m), (3), (3n), and (3t) and subchs. VIII and IX and payments to other states
under s. 71.07 (7), is less than the tax under this section, there is imposed on that
natural person, married couple filing jointly, trust, or estate, instead of the tax under

s. 71.02, an alternative minimum tax computed as follows:
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SECTION 6

SECTION 6. 71.10 (4) (en) of the statutes is created to read:

71.10 (4) (en) Film production company investment credit under s. 71.07 (5h).

SECTION 7. 71.10 (4) (i) of the statutes, as affected by 2005 Wisconsin Act 25,
is amended to read:

71.10 (4) (i) The total of claim of right credit under s. 71.07 (1), farmland
preservation credit under subch. IX, homestead credit under subch. VIII, farmland
tax relief credit under s. 71.07 (3m), farmers’ drought property tax credit under s.
71.07 (2fd), film production services credit under s. 71.07 (5f), veterans and surviving
spouses property tax credit under s. 71.07 (6e), earned income tax credit under s.
71.07 (9e), estimated tax payments under s. 71.09, and taxes withheld under subch.
X.

SECTION 8. 71.21 (4) of the statutes, as affected by 2005 Wisconsin Act 74, is
amended to read:

71.21 (4) Credits computed by a partnership under s. 71.07 (2dd), (2de), (2d1),
(2dj), (2dL), (2dm), (2ds), (2dx), (3g), (3n), (3s), (3t), (bb), and (5f), (5g), and (5h) and
passed through to partners shall be added to the partnership’s income.

SECTION 9. 71.26 (2) (a) :f?he statutes, as affected by 2005 Wisconsin Act 74,
is amended to read:

71.26 (2) (a) Corporations in general. The “net income” of a corporation means
the gross income as computed under the Internal Revenue Code as modified under
sub. (3) minus the amount of recapture under s. 71.28 (1di) plus the amount of credit
computed under s. 71.28 (1), (3), (4), and (5) minus, as provided under s. 71.28 (3) (c)
7., the amount of the credit under s. 71.28 (3) that the taxpayer added to income
under this paragraph at the time that the taxpayer first claimed the credit plus the
amount of the credit computed under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm),
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SECTION 9

(1ds), (1dx), (3g), (3n), (3t), (5b), and (5f), (5g), and (5h) and not passed through by

a partnership, limited liability company, or tax—option corporation that has added
that amount to the partnership’s, limited liability company’s, or tax—option
corporation’s income under s. 71.21 (4) or 71.34 (1) (g) plus the amount of losses from
the sale or other disposition of assets the gain from which would be wholly exempt
income, as defined in sub. (3) (L), if the assets were sold or otherwise disposed of at
a gain and minus deductions, as computed under the Internal Revenue Code as
modified under sub. (3), plus or minus, as appropriate, an amount equal to the
difference between the federal basis and Wisconsin basis of any asset sold,
exchanged, abandoned, or otherwise disposed of in a taxable transaction during the
taxable year, except as provided in par. (b) and s. 71.45 (2) and (5).

SECTION 10. 71.28 (5f) of the statutes is created to read:

71.28 (5f) FILM PRODUCTION SERVICES CREDIT. (a) Definitions. In this subsection:

1. “Accredited production” means a film, video, electronic game, broadcast
advertisement, or television production, as approved by the department of
commerce, for which the aggregate salary and wages included in the cost of the
production for the period ending 12 months after the month in which the principal
filming or taping of the production begins exceeds $100,000 for a production that is
30 minutes or longer or $50,000 for a production that is less than 30 minutes.
“Accredited production” does not include any of the following, regardless of the
production costs:

a. News, current events, or public programming or a program that includes
weather or market reports.

b. A talk show.

c. A production with respect to a questionnaire or contest.
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SECTION 10

d. A sports event or sports activity.

e. A gala presentation or awards show.

f. A finished production that solicits funds.

g. A production for which the production company is required under 18 USC
2257 to maintain records with respect to a performer portrayed in a single media or
multimedia program.

h. A production produced primarily for industrial, corporate, or institutional
purposes.

2. “Claimant” means a film production company that operates an accredited
production in this state, if the company owns the copyright in the accredited
production or has contracted directly with the copyright owner or a person acting on
the owner’s behalf and if the company has a viable plan, as determined by the
department of commerce, for the commercial distribution of the finished production.

3. “Production expenditures” means any expenditures\that are incurred in this
state and directly used to produce an accredited production, including expenditures
for set construction and operation, wardrobes, make—up, clothing accessories,
photography, sound recording, sound synchronization, sound mixing, lighting,
editing, film processing, film transferring, special effects, visual effects, renting or
leasing facilities or equipment, renting or leasing motor vehicles, food, lodging, and
any other similar expenditure as determined by the department of commerce.
“Production expenditures” include expenditures for music that is performed,
composed, or recorded by a musician who is a resident of this state or published or
distributed by an entity that has its headquarters in this state; air travel that is
purchased from a travel agency or company that has its headquarters in this state;

and insurance that is purchased from an insurance agency or company that has its
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SECTION 10
headquarters in this state. “Production expenditures” do not include expenditures
for the marketing and distribution of an accredited production.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.23 any of the following amounts:

1. An amount equal to 25 percent of the salary or wages paid by the claimant
to the claimant’s employees in the taxable year for services rendered in this state to
produce an accredited production and paid to employees who were residents of this
state at the time that they were paid.

2. An amount equal to 25 percent of the production expenditures paid by the
claimant in the taxable year to produce an accredited production.

3. An amount equal to the taxes imposed under ss. 77.52 and 77.53 that the
claimant paid in the taxable year on the purchase of tangible personal property and
taxable services that are used directly in producing an accredited production in this
state, including all stages from the final script stage to the distribution of the finished
production.

(¢) Limitations. 1. No amount of the salary or wages paid under par. (b) 1. may
be the basis for a credit under this subsection unless the salary or wages are paid for
services rendered after December 31, 2005, and directly incurred to produce the
accredited production.

2. The total amount of the credit that may be claimed by a claimant under par.
(b) 1. shall not exceed an amount equal to the first $25,000 of salary or wages paid
to each of the claimant’s employees, as described in par. (b), in the taxable year, not
including the salary or wages paid to the claimant’s 2 highest paid employees, as

described in par. (b), in the taxable year.
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3. No credit may be allowed under this subsection unless the claimant files an
application with the department of commerce, at the time and in the manner
prescribed by the department of commerce, and the department of commerce
approves the application.

4. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that
information to each of them. Partners, members of limited liability companies, and
shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

(d) Administration. 1. Subsection (4) (e), (g), and (h), as it applies to the credit
under sub. (4), applies to the credits under this subsection. Subsection (4) (f), as it
applies to the credit under sub. (4), applies to the credits under par. (b) 1. and 3.

2. If the allowable amount of the claim under par. (b) 2. exceeds the tax
otherwise due under s. 71.23 or no tax is due under s. 71.23, the amount of the claim
not used to offset the tax due shall be certified by the department of revenue to the
department of administration for payment by check, share draft, or other draft
drawn from the appropriation account under s. 20.835 (2) (bm).

SECTION 11. 71.28 (5h) of the statutes is created to read:

71.28 (5h) FILM PRODUCTION COMPANY INVESTMENT CREDIT. (a) Definitions. In
this subsection:

1. “Claimant” means a person who files a claim under this subsection and who

does business in this state as a film production company.
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SECTION 11

2. “Film production company” means an entity that creates films, videos,
electronic games, broadcast advertisement, or television productions, not including
the productions described under s. 71.28 (5f) (a) 1. a. to h.

3. “Physical work” does not include preliminary activities such as planning,
designing, securing financing, researching, developing specifications, or stabilizing
property to prevent deterioration.

4. “Previously owned property” means real property that the claimant or a
related person owned during the 2 years prior to doing business in this state as a film
production company and for which the claimant may not deduct a loss from the sale
of the property to, or an exchange of the property with, the related person under
section 267 of the Internal Revenue Code.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.23, up to the amount of the taxes, for the first
3 taxable years that the claimant is doing business in this state as a film production
company, an amount that is equal to 15 percent of the following that the claimant
paid in the taxable year to establish a film production company in this state:

1. The purchase price of depreciable, tangible personal property.

2. The amount expended to acquire, construct, rehabilitate, remodel, or repair
real property.

(¢) Limitations. 1. A claimant may claim the credit under par. (b) 1., if the
tangible personal property is purchased after December 31, 2005, and the personal
property is used for at least 50 percent of its use in the claimant’s business as a film

production company.
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2. A claimant may claim the credit under par. (b) 2. for an amount expended
to construct, rehabilitate, remodel, or repair real property, if the claimant began the
physical work of construction, rehabilitation, remodeling, or repair, or any
demolition or destruction in preparation for the physical work, after December 31,
2005, or if the completed project is placed in service after December 31, 2005.

3. A claimant may claim the credit under par. (b) 2. for an amount expended
to acquire real property, if the property is not previously owned property and if the
claimant acquires the property after December 31, 2005, or if the completed project
is placed in service after December 31, 2005.

4. No claim may be allowed under this subsection unless the department of
commerce certifies, in writing, that the credits claimed under this subsection are for
expenses related to establishing a film production company in this state and the
claimant submits a copy of the certification with the claimant’s return.

5. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of amounts under par. (b). A partnership,
limited liability company, or tax—option corporation shall compute the amount of
credit that each of its partners, members, or shareholders may claim and shall
provide that information to each of them. Partners, members of limited liability
companies, and shareholders of tax—option corporations may claim the credit in
proportion to their ownership interests.

(d) Administration. Subsection (4) (e) to (h), as it applies to the credit under
sub. (4), applies to the credits under this subsection.

SEcTION 12. 71.30 (3) (epp) of the statutes is created to read:

71.30 (8) (epp) Film production services credit under s. 71.28 (51).
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SECTION 13
SECTION 13. 71.30 (3) (epr) of the statutes is created to read:
71.30 (3) (epr) Film production company investment credit under s. 71.28 (5h).
SECTION 14. 71.34 (1) (g) of the statutes, as affected by 2005 Wisconsin Act 74,
is amended to read:
71.34 (1) (g) An addition shall be made for credits computed by a tax—option

corporation under s. 71.28 (1dd), (1de), (1di), (1dj), (1dL), (1dm), (1ds), (1dx), (3), (3g),

(3n), (3t), (5b), and (5f), (5g), and (5h) and passed through to shareholders.
SECTION 15. 71.45 (2) (a) 10. of the statutes, as affected by 2005 Wisconsin Act
74, is amended to read:
71.45 (2) (a) 10. By adding to federal taxable income the amount of credit

computed under s. 71.47 (1dd) to (1dx), (3n), (5b), and (5f), (5g), and (5h) and not

passed through by a partnership, limited liability company, or tax—option
corporation that has added that amount to the partnership’s, limited liability
company’s, or tax—option corporation’s income under s. 71.21 (4) or 71.34 (1) (g) and
the amount of credit computed under s. 71.47 (1), (3), (3t), (4), and (5).
- SECTION 16. 71.47 (5f) of the statutes is created to read:

71.47 (5f) FILM PRODUCTION SERVICES CREDIT. (a) Definitions. In this subsection:

1. “Accredited production” means a film, video, electronic game, broadcast
advertisement, or television production, as approved by the department of
commerce, for which the aggregate salary and wages included in the cost of the
production for the period ending 12 months after the month in which the principal
filming or taping of the production begins exceeds $100,000 for a production that is
30 minutes or longer or $50,000 for a production that is less than 30 minutes.
“Accredited production” does not include any of the following, regardless of the

production costs:
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a. News, current events, or public programming or a program that includes
weather or market reports.

b. A talk show.

c. A production with respect to a questionnaire or contest.

d. A sports event or sports activity.

e. A gala presentation or awards show.

f. A finished production that solicits funds.

g. A production for which the production company is required under 18 USC
2257 to maintain records with respect to a performer portrayed in a single media or
multimedia program.

h. A production produced primarily for industrial, corporate, or institutional
purposes.

2. “Claimant” means a film production company that operates an accredited
production in this state, if the company owns the copyright in the accredited
production or has contracted directly with the copyright owner or a person acting on
the owner’s behalf and if the company has a viable plan, as determined by the
department of commerce, for the commercial distribution of the finished production.

3. “Production expenditures” means any expenditures that are incurred in this
state and directly used to produce an accredited production, including expenditures
for set construction and operation, wardrobes, make—up, clothing accessories,
photography, sound recording, sound synchronization, sound mixing, lighting,
editing, film processing, film transferring, special effects, visual effects, renting or
leasing facilities or equipment, renting or leasing motor vehicles, food, lodging, and
any other similar expenditure as determined by the department of commerce.

“Production expenditures” include expenditures for music that is performed,
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composed, or recorded by a musician who is a resident of this state or published or
distributed by an entity that has its headquarters in this state; air travel that is
purchased from a travel agency or company that has its headquarters in this state;
and insurance that is purchased from an insurance agency or company that has its
headquarters in this state. “Production expenditures” do not include expenditures
for the marketing and distribution of an accredited production.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.43 any of the following amounts:

1. An amount equal to 25 percent of the salary or wages paid by the claimant
to the claimant’s employees in the taxable year for services rendered in this state to
produce an accredited production and paid to employees who were residents of this
state at the time that they were paid.

2. An amount equal to 25 percent of the production expenditures paid by the
claimant in the taxable year to produce an accredited production.

3. An amount equal to the taxes imposed under ss. 77.52 and 77.53 that the
claimant paid in the taxable year on the purchase of tangible personal property and
taxable services that are used directly in producing an accredited production in this
state, including all stages from the final script stage to the distribution of the finished
production.

(¢) Limitations. 1. No amount of the salary or wages paid under par. (b) 1. may
be the basis for a credit under this subsection unless the salary or wages are paid for
services rendered after December 31, 2005, and directly incurred to produce the

accredited production.
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2. The total amount of the credit that may be claimed by a claimant under par.
(b) 1. shall not exceed an amount equal to the first $25,000 of salary or wages paid
to each of the claimant’s employees, as described in par. (b), in the taxable year, not
including the salary or wages paid to the claimant’s 2 highest paid employees, as
described in par. (b), in the taxable year.

3. No credit may be allowed under this subsection unless the claimant files an
application with the department of commerce, at the time and in the manner
prescribed by the department of commerce, and the department of commerce
approves the application.

4. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of wages and salaries. A partnership, limited
liability company, or tax—option corporation shall compute the amount of credit that
each of its partners, members, or shareholders may claim and shall provide that
information to each pf them. Partners, members of limited liability companies, and
shareholders of tax—option corporations may claim the credit in proportion to their
ownership interest.

(d) Administration. 1. Section 71.28 (4) (e), (g), and (h), as it applies to the
credit under s. 71.28 (4), applies to the credits under this subsection. Section 71.28
(4) (f), as it applies to the credit under s. 71.28 (4), applies to the credits under par.
(b) 1. and 3.

2. If the allowable amount of the claim under par. (b) 2. exceeds the tax
otherwise due under s. 71.43 or no tax is due under s. 71.43, the amount of the claim

not used to offset the tax due shall be certified by the department of revenue to the
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department of administration for payment by check, share draft, or other draft
drawn from thé appropriation account under s. 20.835 (2) (bm).

SECTION 17. 71.47 (5h) of the statutes is created to read:

71.47 (65h) FILM PRODUCTION COMPANY INVESTMENT CREDIT. (a) Definitions. In
this subsection:

1. “Claimant” means a person who files a claim under this subsection and who
does business in this state as a film production company.

2. “Film production company” means an entity that creates films, videos,
electronic games, broadcast advertisement, or television productions, not including
the productions described under s. 71.47 (5f) (a) 1. a. to h.

3. “Physical work” does not include preliminary activities such as planning,
designing, securing financing, researching, developing specifications, or stabilizing
property to prevent deterioration.

4. “Previously owned property” means real property that the claimant or a
related person owned during the 2 years prior to doing business in this state as a film
production company and for which the claimant may not deduct a loss from the sale
of the property to, or an exchange of the property with, the related person under
section 267 of the Internal Revenue Code.

(b) Filing claims. Subject to the limitations provided in this subsection, for
taxable years beginning after December 31, 2005, a claimant may claim as a credit
against the tax imposed under s. 71.43, up to the amount of the taxes, for the first
3 taxable years that the claimant is doing business in this state as a film production
company, an amount that is equal to 15 percent of the following that the claimant
paid in the taxable year to establish a film production company in this state:

1. The purchase price of depreciable, tangible personal property.
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2. The amount expended to acquire, construct, rehabilitate, remodel, or repair
real property.

(¢) Limitations. 1. A claimant may claim the credit under par. (b) 1., if the
tangible personal property is purchased after December 31, 2005, and the personal
property is used for at least 50 percent of its use in the claimant’s business as a film
production company.

2. A claimant may claim the credit under par. (b) 2. for an amount expended
to construct, rehabilitate, remodel, or repair real property, if the claimant began the
physical work of construction, rehabilitation, remodeling, or repair, or any
demolition or destruction in preparation for the physical work, after December 31,
2005, or if the completed project is placed in service after December 31, 2005.

3. A claimant may claim the credit under par. (b) 2. for an amount expended
to acquire real property, if the property is not previously owned property and if the
claimant acquires the property after December 31, 2005, or if the completed project
is placed in service after December 31, 2005.

4. No claim may be allowed under this subsection unless the department of
commerce certifies, in writing, that the credits claimed under this subsection are for
expenses related to establishing a film production company in this state and the
claimant submits a copy of the certification with the claimant’s return.

5. Partnerships, limited liability companies, and tax—option corporations may
not claim the credit under this subsection, but the eligibility for, and the amount of,
the credit are based on their payment of amounts under par. (b). A partnership,
limited liability company, or tax—option corporation shall compute the amount of
credit that each of its partners, members, or shareholders may claim and shall

provide that information to each of them. Partners, members of limited liability
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companies, and shareholders of tax—option corporations may claim the credit in
proportion to their ownership interests.

(d) Administration. Section 71.28 (4) (e) to (h), as it applies to the credit under
s. 71.28 (4), applies to the credits under this subsection.

SECTION 18. 71.49 (1) (epp) of the statutes is created to read:

71.49 (1) (epp) Film production services credit under s. 71.47 (51).

SECTION 19. 71.49 (1) (epr) of the statutes is created to read:

71.49 (1) (epr) Film production company investment credit under s. 71.47 (5h).

SECTION 20. 77.92 (4) oﬁhe statutes, as affected by 2005 Wisconsin Act 74, is
amended to read:

77.92 (4) “Net business income,” with respect to a partnership, means taxable
income as calculated under section 703 of the Internal Revenue Code; plus the items
of income and gain under section 702 of the Internal Revenue Code, including taxable
state and municipal bond interest and excluding nontaxable interest income or
dividend income from federal government obligations; minus the items of loss and
deduction under section 702 of the Internal Revenue Code, except items that are not
deductible under s. 71.21; plus guaranteed payments to partners under section 707
(¢) of the Internal Revenue Code; plus the credits claimed under s. 71.07 (2dd), (2de),
(2di), (2dj), (2dL), (2dm), (2dr), (2ds), (2dx), (3g), (3s), (8n), (3t), (5b), and (50), (5g),
and (5h); and plus or minus, as appropriate, transitional adjustments, depreciation
differences, and basis differences under s. 71.05 (13), (15), (16), (17), and (19); but
excluding income, gain, loss, and deductions from farming. “Net business income,”

with respect to a natural person, estate, or trust, means profit from a trade or




. LRB-4176/P2
2005 — 2006 Legislature - 23 - JK:Imk:rs

SECTION 20

business for federal income tax purposes and includes net income derived as an
employee as defined in section 3121 (d) (3) of the Internal Revenue Code.

(END)
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